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MAURITIUS: KEY ECONOMIC INDICATORS 
(All values in us$ million unless otherwise indicated)@ 


% change 
1984 1985 19862 84-85 


INCOME, EMPLOYMENT, POPULATION 
Gross Domestic Product (GDP) 

at market prices 1207 
Real GDP at factor cost 955 
Real GDP Growth Rate 5.5% 
Per Capita GDP (dollars) 1203 
Labor force (thousands-midyear ) 383 
Unemployment (mid-year) 15.1% 
Population©® (thousands) 1003 


MONEY AND PRICES 

Money Supply 170 - 
Commercial Banks' prime rate 12% - 
Inflation 6.7% 5.8% 
Average exchange rate:US$1=MRs 15.45 13.00 


COMMODITY EXPORTS 

Sugar 2i3 
Molasses 4.4 4.6 
Tea ‘a7 
Knitwear and apparel 175 
Fish and Fish preparations 7.6 8.6 
Processed diamonds and synthetic stones 6.4 8.4 


BALANCE OF PAYMENTS AND TRADE 

Overall Balance Of Payments -18 SZ 

Balance on Current Account -44 -46 

Balance on Trade Account -78.6 -78.6 

Foreign Exchange Reserves 40.6 62.8 - 
External Public Debt (midyear) 513 540 542 
External Debt Service ratio (July-June) 24.6% 27.6% 23.5% 
Gross Exports (f.0.b) 392 498 $33 
Exports to the U.S. (f.0.b) 45.9 71.4 - 
Gross Imports (c.i.f.) 464 577 617 
Imports from U.S. (c.i.f.) 11 18.6 ~ 
U.S. Share in Trade 6.6% 8.4% ~ 


TOURISM 
Tourist arrivals (thousands) 140 150 160 
Earnings from Tourism 45 60 - 


Notes: (a) A constant exchange rate of $l= M.Rs 14 has been used 
for all years. (b) 1986 figures are estimates. (c) Population 
figures do not include the population of the island of Rodrigues, a dependency 
of Mauritius. Rodrigues had a population of 35,000 in early 1986. 
Sources: 1. Economic Indicators Bulletins of the Ministry of Economic 
Planning and Development. 2. Central Statistical Office. 
3. Bank of Mauritius. 4. Mauritius Chamber of Commerce 
and Industry. 





SUMMARY AND BACKGROUND 


Mauritius is a small, densely-populated Indian Ocean island country, 
1,000 miles off the east coast of Africa. The Mauritian population 
which is slightly over one million is a mosaic of different races: 
Hindus and Moslems of Indian heritage, Creoles of mixed descendent, 
Europeans, and Chinese. Mauritius has a parliamentary democracy, 
and has maintained an excellent human rights record since indepen- 
dence from Britain in 1968. Political, civil, and economic rights 
are protected under the Mauritian constitution and exercised in 
practice, 


Mauritius is an advanced developing country with a per capita income 
of about $1200. The economy is based on export-oriented manufac- 
turing (mainly textiles), sugar and tourism. Mauritius has a mixed 
economy where a strong private sector co-exists with state-owned 
enterprises. The bulk of the production activities is undertaken by 
the private sector, with the Government of Mauritius (GOM) limiting 
its role to providing the necessary facilities and incentives to 
production. The government's development strategy is centered on 
export-led industrialization, agricultural diversification, and 
tourism development. The economic performance in 1985 was 
impressive, with 5.5 percent real growth, moderate inflation, and 
reduced unemployment. Prospects for 1986 are equally promising. 
This success is largely the result of renewed foreign demand for 
Mauritian exports, coupled with the structural adjustment program 
carried out by the GOM since 1979. This program is supported by 
large loans from international financial agencies and bilateral aid. 
U.S. development assistance to Mauritius increased three-fold in 
fiscal year 1986, reaching about $10.5 million in grants and loans. 
Nonetheless, Mauritius continues to face a debt service ratio of 
23.5 percent, aggravated by yawning deficits in the current account. 


Mauritius actively seeks foreign investment, and its stable 
political situation, attractive fiscal and financial incentives, 
good infrastruccure, and plentiful and relatively cheap labor force 
make it a prime location for foreign investors. Trade between the 
United States and Mauritius is developing rapidly, although mostly 
in favor of the latter. Substantial opportunities exist for U.S. 
export of equipment and services for major development projects, 
especially in sectors like hotels, computers, and machinery and raw 
materials for the Export Processing Zone (EPZ). 


HIGH ECONOMIC GROWTH IN 1985 
After a strong recovery in 1984, the Mauritian economy continued to 


perform well in 1985. Gross domestic product (GDP) grew by 5.5 
percent in real terms in 1985 compared to 4.2 percent in 1984. The 
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three main engines of this impressive economic growth were manufac- 
turing, sugar, and tourism. The largest contribution came from the 
manufacturing sector; in particular, the EPZ. This sector accounted 
for 16,000 new jobs, and the value of EPZ exports grew by 50 percent. 
Sugarcane production recovered from two successive years of poor 
crops caused by bad weather. Sugar output reached about 645,000 

tons in 1985, an increase of 1l percent over 1984. The number of 
tourists grew by seven percent despite a sharp fall in tourist 
arrivals from South Africa, the second most important market for 
Mauritius. 


Virtually every Mauritian economic indicator showed progress in 
1985. Investment increased by about seven percent, including 
substantial investment in construction of hotels and industrial 
buildings, and purchase of machinery and equipment for the 
manufacturing sector. Employment prospects have improved 
significantly with a total of 28,000 jobs created during the past 
two years in the EPZ. Unemployment is projected to fall to 12.7 
percent by mid-1986 from 15.1 percent in mid-1985 and nearly 25 
percent three years ago. This is especially impressive in light of 
the 10,000 new job-seekers who join the labor market and the 2,000 
jobs lost in the agricultural sector each year. Inflation has also 
been kept under control. In fact, the inflation rate dropped from 
7.3 percent in 1984 to 6.7 percent in 1985 despite the 
liberalization of imports and removal of some price control 
measures. Agricultural diversification activities away from sugar 
have also met with much success. Substantial increases have been 
achieved in the production of tea and other food crops, such as 
corn, potatoes and onions. 


The economic performance in 1986 is expected to be as good as that 
of 1985. The EPZ sector and tourism are expected to grow by 17 
percent and 7.8 percent, respectively. Barring the visit of a 
cyclone, sugar production is expected to be above average, reaching 
675,000 tons. 


FOREIGN EXCHANGE CRUNCH AND LARGE FOREIGN DEBT 


In spite of this strong overall economic performance, GOM finances 
remain precarious, with low foreign exchange reserves and a large 
overhanging external debt of more than $540 million. Debt servicing 
absorbed 27.6 percent of total exports of goods and services in 
1984-85. This heavy debt service burden limits the scope for a more 
rapid economic growth. Although the overall balance of payments 
showed a surplus of $32 million in 1985, the external current 
account continued to register a deficit. This foreign exchange 
crunch makes Mauritius particularly dependent on foreign loans and 
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grants to finance its development projects. After the peak of 
1984/85, however, the debt service ratio declined to 23.5 percent in 
1985/86 and is expected to drop further in the coming years. 


CONTINUED FOREIGN FAITH IN ECONOMIC POLICIES AND PROSPECTS 


Foreign agencies continue to express faith in Mauritius' economic 
future and support for the policies adopted by the government. Both 
the World Bank and the IMF laud the GOM's successful implementation 
of structural adjustment programs. Since 1979, Mauritius has 
benefitted from five stand-by agreements from the IMF and two 
structural adjustment loans from the World Bank. The fifth stand-by 
agreement will end in August 1986. The GOM hopes to finalize 
negotiations soon for two large new program loans with the World 
Bank, one for the industrial sector (also backed by the African 
Development Bank) and the other for the sugar sector. A third 
structural adjustment loan is expected to be programmed during 
1987/88. Mauritius has also received substantial assistance from 
France, Arab aid agencies, the European Development Fund, India, and 
the United Kingdom. The United States is now the leading source of 
grant assistance. In recognition of the excellent progress achieved 
by Mauritius in its structural adjustment program, Mauritius was 
selected as one of only five countries to receive assistance during 
the first year of the African Economic Policy Reform Program. The 
$5 million grant disbursed in fiscal year 1985-86 under this program 
complements a $2 million loan for low-cost housing guaranteed by the 
U.S. government, a oye million grant used for the purchase of crude 
vegetable oil, and $1.7 million in smaller grants for self-help 
projects, family planning program, labor development, training, and 
food supply. 


KEY SECTORS OF THE MAURITIAN ECONOMY 


MANUFACTURING: For the first time in Mauritian history, the 
manufacturing sector toppled "King Sugar" from its number one 
position in the economy in 1985. Mauritius is currently experiencing 
a boom in export manufacturing from the EPZ. In 1985, 82 new firms 
were set up bringing the total number of firms in the EPZ to 277 at 
the end of 1985. Total employment stood at 53,500, with 16,000 jobs 
being created in 1985 alone. Export earnings reached $210 million, 
up from $155 million in 1984. The EPZ is now the largest private 
sector employer and the biggest gross exporter of Mauritius. 
Continued aggressive promotion of the EPZ overseas by both the 
government and the private sector, additional tax incentives 
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recently offered to EPZ firms by the GOM in its 1985-86 budget, and 
continued growth in foreign demand bode well for even stronger 
growth in 1986. 


The EPZ sector is dominated by the textile industry. More than half 
the 277 firms are in the clothing and knitwear business, repre- 
senting 85 percent of employment in the sector and 75 percent of 
total industrial exports. Mauritius is the world's third largest 
exporter of knitted woollen products. Exports of knitwear to the 
United States have been subject to quotas since 1981. Additional 
quotas are being negotiated on cotton trousers and blouses. 
Conscious of the danger of such a heavy dependence on textile firms 
in the EPZ, GOM is anxious to diversify its industrial base by 
encouraging investment in the electronic and other light engineering 
products, plastic, and agro-based industries, and the manufacture of 
products ancillary to the textile sector. 


SUGAR: Despite its recent decline, sugar remains of major importance 
to the Mauritian economy. Sugarcane occupies 87 percent of arable 
land, and supplies 22 percent of GDP at factor cost, 43 percent of 
export earnings, and 21 percent of employment. Although free-market 
Sugar prices now cover only a fraction of production costs, Mauritius 
benefits from sugar quotas in protected markets in the European 
Economic Community (505,000 tons) and the United States (30,592 tons 
in fiscal year 1986) at prices three to five times higher than the 
world market. Since the 1970's, the sugar industry's performance 

has been declining as a result of poor crops and weak international 
prices. This decline is reflected in a fall in average annual 
output, a fall in employment, and low profits/high losses, especially 
for larger mills/estates. Investment in large units, even for 
replacement and maintenance purposes, has declined significantly. 

The GOM reacted with a program to restructure and rehabilitate the 
Sugar industry on a national scale. An Action Plan was formulated 

in March 1985, with measures aimed at renovation of sugar mills, the 
raising of small planter productivity, improvement in research 
programs and facilities, and the utilization of bagasse (a 

by-product of sugar manufacture) for power generation. The total 
cost of this program is estimated at around $70 million. The GOM is 
currently negotiating a sectoral loan with the World Bank to finance 
much of the cost of this program. 


TOURISM: Tourism is Mauritius’ third largest foreign exchange 

earner, after manufacturing and sugar. Just under 150,000 tourists 
spent $54 million in 1985, up from $46 million in 1984. Prospects 
for 1986 are even more encouraging. Based on statistics for the 
first quarter of 1986, a total of 160,000 tourists are expected to 
visit Mauritius by the end of the year. In addition to the expansion 
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of several existing hotels, at least four new hotels, including 

a 128-bed, five-star luxury hotel, became operational in 1985. 
Twenty-one sites have been identified for construction of new hotels 
and restaurants. Works on five projects are already underway 
bringing an additional 850 beds. Given the 14 percent drop in South 
African tourists in 1985, Mauritius is concentrating its tourist 
promotion efforts in Europe and is also trying to diversify its 
tourist market in the Far East, Australia, and the United States. 


GOM DEVELOPMENT STRATEGY: PRIMARY ROLE TO PRIVATE SECTOR 


Mauritius’ mixed economy is characterized by close cooperation 
between private entrepreneurs, government ministries and para-statal 
enterprises. GOM is committed to the structural adjustment of the 
economy through such measures as export-led industrialization, 
tourism development and agricultural diversification. The GOM's 
policy is to provide the necessary physical infrastructure and 
fiscal/financial incentives while leaving the bulk of productive 
activities to the private sector. During the past few years, the 
GOM's capital expenditures have focussed on road construction and 
improvement, water, electricity, communications, and industrial 
buildings. In its 1984-85 budget, GOM substantially reduced the 
corporate tax from 66 to 35 percent. Since July 1985, this was 
further reduced to 15 percent for firms operating in the Export 
Processing Zone. In line with its private sector orientation and 
with agreements with international financial institutions, the GOM 
has imposed a limit on public sector employment. Similarly, govern- 
ment fiscal policy has aimed at a continuous reduction of public 
expenditure, leaving more resources available for more productive 
use by the private sector. The budget deficit has been cut down 
from 14 percent of GDP in 1980-81 to 5.3 percent of GDP in 1985-86. 


EXCELLENT CLIMATE FOR FOREIGN INVESTMENT 


Combining attractive investment incentives, strong entrepreneurial 
traditions, a stable government dedicated to development through the 
private sector, an inexpensive and productive labor force, and good 
industrial infrastructure, Mauritius is a most attractive site for 
foreign investors. Mauritius recognizes the role to be played by 
foreign investment in diversifying the economy and providing capital 
and technology. The government and private sector have sponsored a 
series of investment missions abroad, including visits to the Far 
East, Europe, the Middle East, and the United States. The EPZ has 
attracted investors from Hong Kong, Taiwan, Britain, France, 
Germany, Holland, India, and other countries in sectors such as 
textiles, watches, spectacle frames, diamond cutting and polishing, 
and electronic components. 
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With the recent establishment of the parastatal Mauritius Export 
Development and Investment Authority (MEDIA), the aggressive export 
and investment promotion missions overseas will continue in 1986. A 
mission in May 1986 seeks investors from the Far East and Australia. 
Another mission in September will bring the investment promotion 
team to Europe and the United States. MEDIA plans to participate in 
seven international trade fairs in 1986 to promote Mauritian export 
products. MEDIA also serves as a “one-stop investment center" to 
assist investors to take advantage of special investment incentives 
available to them. The main incentives now include: (a) payment of 
a nominal rate of 15 percent corporate tax during the life of the 
company compared with the general corporate tax rate of 35 percent; 
(b) tax-free dividends for the first ten years of operation; (c) 
free repatriation of capital, profits, and dividends; (d) duty-free 
importation of machinery, equipment, spare parts and raw materials; 
(e) preferential access to. loans from the commercial banks and the 
Development Bank of Mauritius, (f) availability of leased factory 
buildings in serviced industrial estates; and (g) duty-free and 
quota-free access to the E.E.C. market. The GOM plans to pass an 
Industry Bill to enhance the incentives given to investors, 
especially in the EPZ. 


Investment insurance from the Overseas Private Investment Corpora- 
tion (OPIC) is available for qualified U.S. investors in Mauritius. 
For more information, potential investors should contact OPIC, or 
the Desk Officer for Mauritius at the U.S. Department of Commerce. 
U.S. business representatives are invited to visit the American 
Embassy in Port Louis for additional assistance. 


IMPLICATIONS FOR THE UNITED STATES 


Trade between Mauritius and the United States, although still 
relatively small, is burgeoning. The trade balance is far in favor 
of Mauritius, which has tripled its exports to the United States in 
the past two years. The United States has become Mauritius’ third 
largest export market, after the United Kingdom and France. 
Mauritian exports to the United States totalled around $72 million 
in 1985 and consisted of garments/knitwear, sugar and molasses, 
spectacles and frames, processed diamonds and synthetic stones, 
jewelry, leather products, and other simple manufactures. Many of 
these exports benefitted from the tariff exemptions under the 
Generalized System of Preferences. 


Mauritian imports from the United States represented only about three 
percent of total imports in 1984. In 1985, however, imports from the 
United States increased to about $18 million, compared to $11 million 
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in 1984. Imports from the United States include mainly crude 
vegetable oil, food (most of which was supplied under the World Food 
Program), miscellaneous manufactured goods, machinery and equipment, 
and chemicals and fertilizers. Leading foreign suppliers of 
Mauritian imports include France, Bahrain (petroleum), South Africa 
and the United Kingdom. The bulk of Mauritian imports consist of 
food (mainly rice, wheat flour, meat and dairy products), refined 
petroleum, textile inputs, machinery and transport equipment, 


chemicals and fertilizers, cement, iron and steel, and crude 
vegetable oil. 


There is considerable range for expanding U.S. exports to 

Mauritius. In line with IMF recommendations, GOM has gradually 
eliminated all quantitative restrictions on imports, with the last 
quota being removed in January 1985. U.S. exports to Mauritius, 
however, are hindered by a number of factors: (a) the great distance 
between the two countries (10,000 miles), aggravated by irregular 
direct shipping services and the resulting higher transport cost and 
longer delivery period; (b) long-established economic and commercial 
ties between Mauritius and Europe, particularly England and France, 
as a result of Mauritius’ colonial past; (c) more competitive prices 
obtained from European, Asian or South African competitors; and (d) 
the small size of the Mauritian market and the fact that Mauritius 
remains unknown to American business. 


Commercial relations between Mauritius and the United States are 
expected to expand in the coming years. After a first trade and 
investment-seeking mission to the United States in September 1984, 


another similar visit is planned by MEDIA in late 1986. The 
Embassy, through its commercial programs, is also trying to promote 
U.S. products in sectors where there exists a good potential for 
export. A Video Catalog Exhibition (VCE) on food processing 
machinery and equipment was held by the Embassy in November 1985, 
resulting in 120 potential trade leads for U.S. exhibitors. Given 
the success of the first VCE, the Embassy plans to sponsor two other 


video-catalog shows in 1986, one on agricultural equipment and the 
other on alternative energy systems. 


OTHER EXPORT MARKET OPPORTUNITIES AND MAJOR DEVELOPMENT PROJECTS 


The following additional products and development projects included 
in the GOM's Public Sector Investment Program (1984-87) represent 
substantial export opportunities for U.S. suppliers and contractors: 


(1) Machinery and Raw Materials for the EPZ: There are good 
prospects for the sale of raw materials, machinery, and spare parts 
to EPZ firms, in particular the knitwear and garment industry. The 
GOM is currently negotiating a large industrial sector loan from the 
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World Bank and the African Development Bank to finance imports of 
raw materials, intermediate goods, and spare parts needed for an 
expansion of EPZ exports during the period 1986-1987. Most EPZ 
foreign investors are from the Far East (mainly Hong Kong) and 
Europe, and most machinery is imported from Hong Kong, Taiwan, and 
other Far East and European countries. U.S. firms may wish to 
proceed through their contacts in these countries. U.S. firms 
should also note that raw materials and machinery for EPZ firms 
enter duty-free into Mauritius. 


(2) Equipment and Machinery for Sugar Sector: In line with the 
adoption of an Action Plan to restructure the Mauritian sugar 
industry, additional resources are expected to be made available to 
millers for renovation and replacement of existing equipment. The 
Action plan anticipated a requirement of some $40 million for 
"factory rationalization," ard a loan is now being negotiated with 
the World Bank for that purpose. In addition, the GOM is exploring 
the possibility of constructing two bagasse-fired power stations of 
15 MW capacity, yielding 80 GWH. 


(3) Hotel and Restaurant Equipment: Continued growth in the tourism 
sector has encouraged several new hotels to be set up and existing 
ones to expand. At the end of 1985 there were 60 hotels with 3000 
rooms and 6000 beds. Among the major chains already here are Sun 
Resort, Club Med and Meridien. With the number of hotel construction 
projects underway and those that will start in the near future, U.S. 
suppliers of hotel and restaurant equipment will find substantial 

new opportunities for export in Mauritius. 


(4) Computers and Software: Mauritius has entered the computer age. 
Computers are being introduced in public and private sectors 
including industry, business and schools. Further incentive to 
computer imports came as the GOM substantially reduced import tariff 
on computers in June 1985. The GOM plans to use part of a large 
line of credit offered by the British Government in 1983 to finance 
the computerization of its revenue collection departments, in 
particular the customs services and the income tax department. 
Mauritius imported about $1 million worth of computers in 1984, 
one-fourth of which came from the United States. 


(5) Flour Mill and Grain Complex: This $24 million project will 
construct a flour mill and grain complex in the vicinity of the Port 
Louis harbor. The GOM has decided to implement this project with 
the private sector. Details of this joint venture will be worked 
out during 1986. The African Development Bank and the Arab Bank for 
Economic Development in Africa have agreed to provide part of the 
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funds required. GOM is still seeking for additional funding. A 
feasibility study was carried out by G. Beaudet and associates of 
Canada in 1981. The services of a French firm, Satec, have been 
retained for the design, tendering and supervision of the project. 
This project will probably not start before 1987. 


(6) Bocage-Guibies Water Supply Project: This $22 million project 
consists of a diversion weir on the Moka river, diversion canals on 
Profonde and Cascade rivers, a diversion tunnel of 1,400 meters long 
to divert water from Moka river to Guibies valley, a penstock of 570 
meters long on the slopes of Guibies valley, a powerhouse of 4 MG of 
installed capacity including a tailrace to feed the Guibies 
reservoir, and the construction of a dam to a maximum height of 37 
meters. Financing for the project has yet to be secured by the 

GOM. The French Caisse Centrale has agreed to carry out a detailed 
feasibility study of the project. Works will probably not start on 
this project before 1988. 


(7) Telephone Switching System Stage III: A French firm, SOFRECOM, 
carried out a study in 1981 on the modernization and extension of the 
telephone network. The project will install 22,500 telephone lines. 
The GOM is still seeking financing for this $6 million project. 


(8) Further Telephone Network Expansion (External Line Plant): This 
$9 million will purchase cables, poles, transmission equipment and 
accessories, and complete civil engineering work for the distribution 
network. The project will be financed mainly by French Caisse 
Centrale and is expected to start in late 1986. 


(9) Development of Harbor at Port Louis: A French firm has 
completed a master plan for the $6 million improvement of the Port 
Louis harbor. The project will create separate marine facilities to 
handle dangerous liquid cargo, purchase fire equipment, fence the 
port area for security reasons, improve the cargo handling system, 
and construct a store complex. Project implementation is expected 
to start late in 1986. 


(10) Upgrading of Plaisance International Airport: Following 
completion of phase I of this project, work recently started on 
phase II. Scheduled for completion by 1988, the project will 
construct a new terminal building, an office block, and a 1000- 
vehicle parking. Phase II will be financed partly by a $17 million 
loan from Chinese Government. The British Government is also 
proposing to co-finance it from a line of credit they have given to 
the GOM. The new terminal building is estimated to cost $23 million. 
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More details about the above projects and other potential trade 
opportunities may be obtained from the Department of Commerce in 
Washington D.C. or the U.S. Embassy in Port Louis. 


Most large development projects in Mauritius are financed through by 
bilateral aid or foreign loans. The GOM has a flexible guideline 
that at least 60 percent of the financing for any new capital 
project should come from foreign funds. Since aid is often tied to 
procurement in the donor country, U.S. firms should work through 
subsidiaries or representatives in donor countries, mainly France, 
England, and India. U.S. suppliers may also consider appointing a 
local agent in Mauritius. Similarly, American architects, engineers, 
and contractors compete more effectively if they enter into joint- 
ventures with Mauritian counterparts. Information on projects with 
international tenders is available from the U.S. Commerce Department 
via the Foreign Call for Tenders and Trade Opportunities programs. 
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